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The American Economy

THE moat notabls featdre nmong the
eponemic developments of 1943 was
the atizinment of full Industrial mobilis
zatlon o total war,

After but two breparatory years—I1841
daveted Jargely to plans atrd blueprints,
and 1042, to the expapsjon and conver-
slen of plant and emulpynent ar well as
to the correling aad training of an
adequats labor faoree—the economy
moved into high gear o the war produc-

- tion front in 1M3. Ninetean mitllon tons

of new ships, eighiF-six thousand eir-

- oraft, aod equally lIlnpreselve production

Faats in combat vehicles, ordnanee, small
arms, ammuniticn, add kombs provided
avidence of thiz achievainent.

The atrcass of ths wear produetion af-
tort was higbliehied by the shitting of
the imifiativa to the United Nations
Iorees on all way frontx during the couree
af the year angd by the confldent an-
ooultcement ab the end of 1843 that the
invasion of EBurape fran the west was in
Immediate prospect.

This suceass was mada possible by an
unparailelad Jawel of totsl productive
activity for the year as a whols, & sub-
stantial expaosion of qutput being plled
ont kag of the sharply vising trend of pro-
ducton during the three previous yealn.
Az o messure of the degree to which the
productive resourcas od the Nation wera
being pressed Into service, the gross na=
Honal product 1o 1843 reached the rectrrd
tatal of 1868 Billlon dollars.

‘This compared with le=s than 153 bils

1 ATl getirnatan tor 1944 piven in thix revieer

are preliminary aud i most oases based upon

data Ior the Boik 17 r 11 montbs of the
yaar. :

Chart 1.—d3rose National Ex
Seasonal
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Hee dodlays in 1942 and ondy 97 hilllon
In 1840. The fain in outpai over the
1942 total was, therafare, not lezs than
the expansion which oecurred in the
Previcus War yenrs, despite the faet that
it proceeded from e position of relafively
full utilizaton of resources by peacetime
atandards.

Of course the rise in the value of ths
gross nafional product from 1840 €0 1943
is partly accounted for by the rising
trend of prices duribg Ehis period. None-

thelegs, the sxpansion of real output was .

qulte jmpressive; 1t js esilpatsd that
mora then half the grass product gain
over thls perlod represented an expan-
slon in the real flow of good= and serv-
lpas, Although the regtrictions that ape
implicit in a waitime economy afected
adveraely certain fypes of economle
activity, the vast hulk of our industrics
op&rated at record-breaking levels in
1843,

Though economic sctlvity as s whole

. showed as sleabie g gein for 1943 a2 for

1342, thers weas & fundemental differ-
ence between the ¢conomie situations in
the 2 yearz. Thiz differance was the
fact that wherens in 1942 there wes a
sharply rising trend in production within
the year, there was in 1343 a declded
levaling off Jn the hbasic indicetors in
productive activity as the economy nas
a whole rapidly approgched the UmHis
of its produciive capacity.

For example, gross national preducs in
1842 inereased ef a2n annoal yate af
10 blllion dollers per quarter; in 1948
the Incresse was aboiut 6 Rbillion per
varier and the rise in esoh sucreeding
quartsr wes less (han che preceding ons.
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Az tha lavel of onevation: begab to
press upon the capecity limlis of the
sconomy 16 was o be eypected that short-
ages of the two hasic economic ressurces,
meterials and manbower, wolld becoms
aggraveted. This proved to be the crse
throughont most of 1843, particularly
with respact to manpower, The reason
was that war production and essential
civilian reciremenis bhad to e met in
the faoe of & large jnereass of the Ma-
tion's armed foroes,

Although there Wos zome edpansion
In otk the Aow of materiais and the
clvillan labor foree in 10432, the basie
difficulties of the year with respect to
these resoUrces Wole met primarily hy
improvemant of administeative proce-
dures, tightening of controls owver the
productive mechanizm, batter wse of -
bor, and more eficient operation in fi=lds
and factories. Im  eondunation with
these factors 'was [ore precise failoring
of plaps for both prodnction schedules
and fxellitiel sxpansion to the supoly of
PUr basic resources.

A= the war production program an-
proached b5 peak in the course of 1943,
the pattern of the ecchomy that lay.
behind the plans for an al-out war
effppt hecame elmandantly clear. The
main outlines of thiz pattarn are con-
tained in table 1 which shows the detadls
of the grogs natlonal product.

Pullest possible vtilization of economlp
resources coutled with abselute priority
for the requivements of war were the
cardinal elements which shagped our war-
tirne ecobotile structure. The firet pro-
duced the tremendous expansion in total
aconomic activity already mentioned, the
second produced the enormous How of
war material whioh did so much ta tom
the tide of haitle, Tn 1943 this fow
accounied for 45 nercent of the value of
Eross mationa! produiet,

Tha other changes i the stonomy
were B direct consaguence of these twp
dominant policles. In sstence they
amounted o allowlng the civilian econ-
omy ooly what was most essential for its
maintennatice or what could oot be prac-
ticably utilized In the war production
program. Ar may be sestn by table 1, this
meant In praciice that the civilan scon-
omy recaived ity current requivement: of
nondurakle goods and zervices o an ex-
tent witlch hardly seemed possible when
the war production goals were s&n-
nounced 2 years earlier,

On the other hand, durable goods pro-
duction for the clvilian economy was
very largely ellminated, This was the
cass with consumers' durakle goods snd
62 ab even greater extent with niant and
aquipment for nobway business enter-
Prizes. The paitern of these chaoges
yeflects the basie abjsotives of the exten-
sive partime confrols aver the progu-

tive process,

Also Implicit in this pattern were tha
effects of the ather large body of war-
time controls, those rejating to the prie-
ing procezs, Although siress was placed
upon avoiding the ittequities, both durs
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ing and afier the war, that always ag-
eompaby an infationary spiral, a basle
aiiectlve of these contrals was to prevent
the disrupiive nfinence of inflatiom on
the flow ol prodovciion during the way 3t-
511,

Desplte tha facht that 143 witnessed
somme intetsification of the Inflationary
pressure cavsed by abundant ineome spd
chortages of aupplies, the anbi-infation
program hroved very afiective during the
year o holdimg the lne of prices snd
wages, whille administtative controls
were the privnary implement in the anti-
infation program. it was materially alded
by 8 zubztantial inerease jin the amount
of income siphoned off by taxes,

Table L—Gross Mational Product or
Expenditoars ]
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Regarding the sconomic ontlock for
1944 there was Ittle prospect [or drastic
chaiyges ot -the smd of the Furopean
wal. Coozegquently, the etopatnic situ-
atlon as of the and of 1943 was bound
to give an approywmate ploture of the
short=term outlonk. ‘This situation may
e summarized rs Follows!

1. War production hed about reached
itz peak. Mbny adjortments were stil
in prospect withln the war production
yrogrem but it ssemed pnllkely that any
sizable expancion was still In proapect,

2. Bath tha gross nationsl product and
tndustrial sroduction wera rapldly levsl-
ing off and 1t was evldent thai the scoh-
omy was closa ta capaciiy operafions.

& Production of civillan foods prok-
ably had resched itz warlime low. Al
though & slight expansion of civilien
goods output  seemed likely for the
months immediately abwsd, there was
litle prospect aof substanilal expanzign
uniit the Enropean war ended.

4. Tha ran materinls situstion was
enaing rapldly and elocations for the
produstion of civillan goods wara wx-
pected $o norease moderataly,

5. 'There ware dafinite Indications that
the mabhpowesr problem Bs 4 whole woyld
not gat more serlouvs, sasing up in some
a¥eas but atill axtrechely tight b others.

Thias most of the werbime economle
problems had passed thelr eritiosl stape
by tha end of 1843, The one big continu-
. ing problem was the threst of infation.
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Chart 2.—Total Labor Fopee ¢
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However, it sceintd possible that if the
“held the line” policy on prices and wage
rates cowdd be snbstantially maintained
far B moaths ar g0, that even this prob-
lem would have successfully withstood
tie most oriticn]l perlod.

Manpower
The tremendous ontput of gonds end

" ervices produced duting the var perinid
‘wae in the ladt aoalysis due to the ei-

fective mabllization and smployment of
the Natlon's labor force.

At the time the defemse progyam was
inftiated jp the middle of 1940, there
waS A rast reservoir of mmarntillzed meh-
power upon which the Watlon could
draw, bodh from the ranks of tha unem-
ployed and from that part of the popn-
Iatico pob usnally in the labor force,. Az
tha defense Drogram gained momsntam
the memployed were repidly sheorbed
iato productive activity while &% the
zeme tie tha total labor forse expanded

. not oty by fhe nomtral increases hat

also hy many women, yonogsters, and
older petsons whe normelly wouwld hot
he iooking for jobs,

Thus dining the 3 years from Jomubry
1941 to January 1944 the total labox
foree, ineluding those vmeroployed bud
sukinu work, incieassd by almost 7 tnil-
lion persons wheteas normaliy the addi-
tions would harve been legs than 2 mil-
long, Simaltanecusly, the number of
unemployed was raduesd from sbout &
million to less than 1 mwlillon persons.

In other words, total employment, in-
c‘lu:l;lug the armed forces, increased hy
almost 14 milllon persons In this perled.

Az Industry and Government stepped
np their manpowet requirements, 16 was
ineritable that a slowing dovm o the ad-
Htiony to the employed tabor farce would
vregilt, This zituation developed vary
repidly i 1943, Less could be drawn
tfrom the dwindllng number of unem-

which Was reduced by almast ¥
miliions during 104% end a fizriber Si46,-
00 during 1948. The resnit was a todal

- unemployment of only 800,000 persons at

the end of the year.
Purttiermore, the mmnber of new re-
criits doring 1943 amounted to 1.5 mil-

Table 2.—~TUtilization of the Labwr Force!
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lons whereas the sdditions In L3 ex-
ceadag & milllons.  Thus while the net
addittons ko the employed labor force
duritg 1842 amounted to T million per-
sons the jncreaze was only =lightly
graater than 2 milllons during 1943,

The zlowing down in the rate of in-
crease in the employed Jebor force dur-
ing 1843 had lts repercussiops on the
civillan labor from$, Bines the armed
serviees took an additional T4 mifion
pergons suring the yeer and the net ad-
ditlons to the employed lahor force
amountad to only 2.1 millon persoas,
clvillen emplofment sulffered & net de-
¢ine of 13 million persons. Thus, at
the end of 1942, ihe clvillan laboi fores
reached a wartime low of GR6 million
persons. It was this situafion that led
to the epprebension during most of the
year that clvillan labor shordages might
beeoma g osetious threst to the war
PrOET2IN.

However, toward the cloge of the year
thers weye Indications that ihe genaral
maopower shorbage was nob  gebiing
worse primarily besause of the Taveling
ofl o industrial activity, Purthermore,
eziimates of the War Manpovwer Comn-
miggion indleats thet jf additooal man-
power wers needec a falr siged reserye
sHI existed n the half million young-
pters coming of age each yeer, and in
the 8.6 milian urban housewlves with-
ouk children under 45 years of age. Ad-
ditional possible soutces of supply were
the erowineg number of parsons being re-
leesed from the armed forces due ta in-
jury or illmexs and the forther recruit-
ment of workers from Mexfco and
nearby Caribbeat abeas.

Fahk 2 shows the pettern of man-
power utiHzabtion jno Januvary of each
vear since 181 and esimates fnr Jan.
usry 1844, Thess dpte claarly reflect
the lame transfer of workers frotn con-
stroeture and honitdasitial smployment
into the mpunitions, fuel and franspors
tafon industries. Despite the incresses
~In these Iatter industries tofal noneg-

donliural employment o January 1944
wee 1.3 millloh parsons helow that of
Januazy 1942,

This =ltuation affected sonre zreps of
the sountry mush mors thag others, In
fart, eritleal Iebor shortazes n indtvidual
araas inersased repidly throughout the
¥ear until December when production
cut-backs eassd the imnmediabe shortage

Table 3.~~Labor Maxler Areas Clansified
Agconding to Labor Supply
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fn several areas. The number of Tabor
shortoge nresd = shown o tabla 3.
Throughout the year the problem of get-
Hog new workers inko the lJabor-deficlent
Areps was eomplicated by the fect that
the supply of bhousing ahd consumer
smvices ware fraguent)y inadequets al-
thowgh ssme improvernent had been
made by the end of the ¥ear.

Az might he axpacied Irom the Biorens-
ing seaccity of labor bn many prodycing
areas, there was a aubstantisl rise in the
nverage numbey of hours worked per
week. On the basis of aveflaie daia,
which are summarized in table 4, 1t ap-
pears that manufacturing workers aver-
aged about 2 hours mmare wark per wesk
in 1543 than In 1642 As these debs are
ohtained by dividing actual man-hours

for which pay 5 réceived by the number

of workers pald, they approximate ac-
el averaga working time afier losses
fromn such causes as absences, SOpara-
tions, and strikes. Sioce losses of this
kind were higher thea in 1042, it iz ap-
parent that average operaiing time for
plants was highey than the averages
shown ior wotkers,

Table t~=iverage Hours Worked Fer
Week in Manufacturing Industrias
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The number of strikes doring 1843
was one-fourth greater than in 1943,
while the numbesr of workers involved,
coumtine the coal miners obly onoe, Wwas
aver twice 85 larie and man-deys logt
were more than three thnes as lacge.
Caal minerg agmunted for about two-
thirds of the strike idleness ln 1943,
However, the logs in working time was
ondy = fraction of 1 percent of the Na-
fiop's total wWorking (e sud was not
Iargs jo ralation to the loss in pre-war
Years, Apart from coad the Ioss of $ine
through strikez had only & nDegligible
effect upon productioh,
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Raw Maderials

Parhaps the most diffjeult problem in
the sarly months of 1342 was that of gs—
suring an adeguate volume of rew ma-
terials to meet the requirements of the
war program and at the same time gat-
iely the esseni{al needs of the clvilian
eponomy. Raw materials pllocations and
priority controls wers sirengthensd, snd
25 induystry began (o operate under the
conkbralled materiple plan of the War
Produetion Board. after the middle of
the yeer, these controls 10 mAany respects
ook final shape. Purfher decantralize-
tlon in operatlng the contiols and & hos:
of refinements In scheduline mmw mate-
rials and finished product requipersenbs,
were the sgtstanding dJevalopment in the
latier half of the year.

The most imporiant chaoges io ma-
terjals allocations in 1943 reduced the
fow of yaw maberials into construction
and ¢erpbat vehlcies and channeled the
materlals thos seved into other muni-
Hlons Omly a few civilan jtems lke
farm machineey, laundyy squipment, re-
frigerators, abd various repeir pacts, re-
reived Iarger allocations.

The verr-end paitlern of raw mate-
ripl production and use reflected sub-
stantinl stocess in achieving o sptlefac—
tory balence between supplies of raw
matarialz, manpower and manufaciuring
factiitdes. In fact tn the closing months
of the year indications polnted to the
easing of the posdilon in mahy ldustrial
materials.

Table 5,—Iiaw Material Supplies
[Imdexen, 1905~ H)]
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5. Denarizaat of Atelemaaney o roral production

Althotgh no siogle over-all Indicator
iz at hand, avallabls svidence cliggects
that total productlon of raw maberials
in 1848 was buk litle larger than in 1942,

© As shown iny table B, sharp declipes oc-

gurred in the producder of Iamber,
rogdouliy and cement, There was &
slight; decline in the ore mining phases
of metal production, Wt steol output
wid up nesrly 4 percent and anelting
and refining of nonferrous matals as a
whole wers well ghove 12 levels, Pro-
duetion of industtfal chemicils And
orude petroletim made large galns, whils
toul oaipiat mcrensed sUghily. Suppilss
of nearly all imported materials wers
larger then in IM2, as might be expected.
Irom the great improvement jn shippicg
conditions. .
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Production of agricdiurel commodi-
ties as a whole was Wp abott 2.4 pergant
sbove 1442 reflecting & 9.6 percent Ciss
for Uvestocle and products, and 2 decline
of 84 percent fur crops, ‘Total Iavim
food praduotlon was § percent mors than
in 1942, as the result of a 10 parcent riss
In_ ford prodeced from lvestock snd &
B peppatit decling in toted £oodd crops.

The rising volune of Lvesiock mar-
katings during the Year reflected the
tightening fard situation. Becallze of

the record Mvestock manmbers, the ¢on- -

centrate feed suppht Yer sbhimal unit o
the 1943-44 season Wil be 12 petcent
Iower than last ssa=son. Depletion of
the feed gran Teserves acoumulatad dur-
ing 1839 to 1838 was rapil throughout
the yeir, s indicatsd by the 128 million
bushels of goro and 4400 milllon hushels
of wheat which have besn sold far live-
stock fesd frami Goveroment holdings
eines the hegioning of 1942,

Crver-all developments n lvestock
and feed supplies during the year
promiged t0 reduse the =apply of red
ment and dairy prodoacts that will be
availzble for eivilians in 1944, but sup-
pliez of other major farm feods are ex-
pected to De about the seme as in 1043
ar slightly larger. This f8 assning Do
repetition ,of the uniavorabde crop
weather which prevailed in 1943 snd ne
greater  increases in Jend-lense  and
Turopean rehabilitabioh requirements
than are impliclt in the 18 million addi-
Hional acres of ¢rops called for by the
War Food Administration woal of 330
tmillion acres In 1844,

It iz Interesting to nobe that 1943 wasg
& perlod of capif develapment In allosa-
tlon and pricrity cotitrols for azxicul-
turs] produets and for farm sepples like
fertiMzer, feed, and [aym machinery,
whiia development of these controls far
ather raw materials and induzteial pro-
durtion eguipment entered loto more
malure stages

Thiz obsgrvetion serves a5 5 remincer
that tha byl of wartime cozotrol to be
exercised over the production and
marketing of agricultural raw mateyials
must be sxerctzed throtigh price conbral
devices of one sort ar another. This is
bacause the diverss characker of agriqui-
ture and the lsrge cumber of small pro-
Auesrs, processors, abd distribnitors ib-
varved meke it ippossible fo adminisler
4 system. of direct cobtrols as employed
for other raw materisls. Tha sssnrance
of adeguate supplies of apriculiral raw
materinls for the wartime ecconomy,
therafgre, hingex partly on the 'furiher
development of control devices swiiabls
for the full mobilization of agricnliural
TESQUTICES.

Plant and Equipment

Bince Pearl Barbgy this Natien has wii.
nezsed an unparalleled expansion of in-
dustrial fecilities. Impelled by Govern-
ment demand for war produotion Tacil-
tles, the induatrlal building program
“pitained fts ma¥Ximum mementum §n
1043, It that yeay the Federal Govern-
ment zpent skout 3k billlon dollars for
new industrial plant construction—an
outipy whicll was 85 greal as the ex-
penditiyray from Governmant and privats
saurces for thiy Jiem durlng ths 5 years
prededing Pear! Harbor.
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" Thig prodiglaus efart went far toward

lling wor needs and as a result there
ocourred 8 steRdy slackening of astivity
in the indistrial eonstructon feld dur-
ing 1943. Tolal outlays in the past 12
months were 40 percent balow 1842, and
in the last § months of 1543, Government
outlays for industrizl plant eXpension
were T8 percend below tha expandituras
in tha last uarter of 1542, Indeed, by
the and of 1943, a8 the necessary capital
facilities for the war efort had besn ag-
duired., industrial directiyes streczed
more efftieisnt utilization of present plant
SApacity ln contrast to continyed sxpan-
slon of plant facllitiss.

Additions ta privatsly owned plant In-
cilitisez were smadl and declining durlng
the past 2 years. - Privabs plant con-
stracton, which was only 8 percent of
total plant constrietion in 1942, fell to
stightiy fess than 3 percent 1n 1943, re-
flecting Dot only the imakility of private
cepital to incur the risks involved in the
war jacilitles progtam bt also the sevars
cirtailment of materials allocetions ba
nonwer consiruction,

A eomplete pleture of the extent to
which aew facilities Aupplemented the
capaelty chtained by converbpg exist-
ing plants requives dlsevasion of the new
Inciustrinl equipment added dorlog this
perivd. While available Information i=
ot az complete on this polnt as me
wonld wizh, the indicationg are (hat new
machinery installations kep-t pace with
Dlant eXpansion.

The value of Gn".l'mmant fivanesd in-
dugirla} equipment dellversd is estimated
at ahout 3 billon dollers i 1042 and
slightly less in 1843, The amell decline
1 1843 reflects & sharply falling trend in
the past 19 months az is evidant from the
iact that the fourth quaiter total for
1943 was more than 50 pepcent below the
value of new mechinery tlons im
the similar 3-month perjod in 1943, -
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Avallable data on the new ecapltal
equipment sifuation a5 & whele (inchud-
ing both public and privats ooblays) re-
¥enl the same pattern of declining tratds.
In thix connaction i; 1s noted that wille
the walua of machine tool shipmeits
declined on an zanual basis from 1,220
millon dollars in 1942 to 1,200 miilion
lest yenr, the chipments of 230 miltion
dollars for the fourth auarter represented
only 60 percent of the value of shipments
in the corresponding quarter of 1942,

While the deeline in indusirial ron-

" plruction. over the past year was per-

hape the outstanding devasiapinent it this
flald of activity, it must not be forgatten
thit the addiiions to the indusirlal Tacil-
ities In 13 were et of conslderahle
meguliucle, For exsmple, pullic and
private plant construction in 143 Was
but 200 million dellars short of the total

- spamg fgr Ghab porpass in the 18 months

pragading Fearl Harbar., Even if allow-
auce 18 made for the higher construction
cozts in 1843 it is evident that the physi-

cal tacilitles of indtistry wara substanti-
allty enlarged during the year.

Induosirial Pi-udunlion

The record-hrepking rise in industrial
productlon which began with the in-
supuwration of the defenss progyaim In
June 18D continued o 1943, Sioce June
1840, cutput, as measired by the Fed-
tral Reserve index, 1935 39=10, rose
frome 133 fto abowt 243 Im December
1343, The avetage of 239 for the year
1843 represented a gein of 20 percent
over the previous year and 43 percant
over 1941,

The bulk of the Zain jn total produs-
fthon it 194% otcurked in the dorable
ed0ds indirstries, which includa the nins-

‘Jor war industriss. Thly group regia-

tered an. ineresse of 28 percent from’
1342 i1 contrast to a rise of goly 11 pars

Chart 3.~ Indnstrial Production, Adjustéd for Seasonal Variation
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manes of all types, compared with about

Table 6,—Indexes of Industrial

15 kignificans, that the Mereace i 43.0M) planes of much lighter welght pro- Producton
the mdmﬁm of nondurable goods ye- duced in 1942 Valunze of ship sobstroc- [
pied ippey o i o e S tion leevied i « pbenomenal ani —
-3 i nro B A Lz
generally classlfied Bs war Industries. to approximately 19,000,000 deadweight [Lem 1| T | 1821 | 1042 ) 143
The sharp advance in rmanufacturving tons in 1843 The sonverted antomobile
urutr,put for the year was accompanied induatry, producing wer matepials almosh |12 il =
¥ anly & 1 percent rise In Imninarsls sxclnsively, hitc full stxlde during the vesr 130 | 200 | am | anb
m:tmt With ¢oa) prodaction showing atrd accoutted for 3 large proportion of }h’* }g g g
cily a slight risa, the galn of mors the advance in the total treansportation
then 8 percent in erude petroleum oat- equipmeni indak. . 1G] 280 | 1 | 1o
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As in 1842, the industries In the durable increases ware atéained by the petrolenm e ared daicy
goorz group showing the grestast sains  refining ‘and food preducts industries, DAt padking oo | 302 | 158 | 5> | 1#5 | i
were thoss whlch were hewvily favored Modeyate losses B3 compared with 15¢2 Othet " manafeckarsd
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war production. Thiz constiteted a sob-
stantial galn {rom the war portlon of
B pereent estimated for 1842, and al-
most five times as great as the war por-
tlon of 1941. Tha civilian portion of the
Index, on the other hand, declined not
oy as & propoction of ihe total it in
absolute terms, the 1943 volume heing
# percent kelow 1942 and 3% percent be-

-lowr 1941,

Manufacturers’ Shipments

The record levels of lndustrial produc-
flem in 1943 resalted in corresponding
record sales of manufactyrers. On the
basis af reporvts of manufscturing firns
to the Induwstty Survey of the Depart-
ment of Commerce, ths ioial value of
manufaotarers” shipments in 1042
amounted to 147 hillion dallars, 21.8 per-
cent abowe 1842, T mey be nated chat
thia i5 the same as the [ereass in mann-
facturing nroduection (physical volume),
excluzive of Government manufachuling.
These results conform with the fant thad
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Chart 5—FPreduction of Selecied Nondurable I\!Immt'mlm.*ea, Adjusred for
Seasonal ¥ariation
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Trade
As g result of an increasing share of

RATIO SCALE manufacturers' -output going lor war
IRDEX, 15T QUARTER [§35m=100 purposes, a snaller proportion of man-
500 ufactured goods Ras been  passing
through whelessle and vetadl channels.
480 ‘This 15 clearly seen in chart 6 wiilch
/ﬂ thows that while salas of manufacturers
) confinyed to incresse af substantial
CHEMIEAL mmm"‘v rates after June 1042, wholesale and re-
agg fail ealex wers far froam honyant.
Mevertheiess, the dollar wolume of
FOSaER sales of wholesalers end retailars wara
PROGUGTS at record Jevels {n 1044, In the face of
AE_;““'B the peduction in prodnciion of civillan
OO o toods mentioned previously, thiv was due
/ ip (1} somewhat higher prices in 1943
- from 1845, (2) the drawing down of in-
COTTON CONSUMPTION wy e R veatories, and (3} shifiing from the
| WY production of low-priced items to the
- .
A il mm.;mmw.?g . mora eXpenslve lines.
= = W Tablo §=Manudfaeturers’ Shipmenits *
100 Ll : 4 : : {Btiona of deltacs)
90 ™ AT aSHS, { SQTHER _ |& eznaren
BOQ ] | I 1\"1 I 1 I | | L | L A DML AR | JG4T | BaT |1RaER
1330 [-E) 154 1242 . 1243
Lesetve Hystem: lnder o pmpnted witly fdrst Toral, a8 indestri. .ooee.. | 864 63-0) ML 30473
anarter 150 e To8 2t Vouttn cSheker of TS obnaiea U B, BebSeinend S BBnma el

averaee wholeseie puices of 8li commodi-
tiez other than farm products increasad
puly by about 2 percent Srown L3438 o 1543,

It iz apparent from chart B that, just
s in the ease of physiesl produotion,
sales incyveases tapered off duriog 18Ed.
Dallvarias ol mannfaciurera wera 2t near
maximn rates in the latter months of
the wear as additions to existing indwns-
trial capacity were drasticatly curtailed
and ruli uttizadon of exsting resonroes
wag approsched.

Bzles of durable goods indusiries ne
Ionger ahowed the expanslon thak wes =0
charactaristic ¢of preceding yesrs. De-
spite the rise of 21 Biion dollars from
1942 {0 1943, the irend in deliveries was
leveling off in the latier year.

The alectrieal machinery apnd trans-
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Fedexal Reacrve Industrlal Froduction
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Prodaction !
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portation equipment Industries were the
only twa to show any marked expansion
during the year, Shipments of the iron
and steel industly have been fairly stable
since the middle of 1942, Shipmenty of
the machivery jndusiry (other than
elegtrical), fn contrest fo the sharp rise
In 1942, slackened off during 1943, Iergely
beranee of the curtallment of deliverles
af the machine ool indoster.
Honodurable goxds Industriez did not
increaze shipments much above tha 1942
lerel, although new records were nade
in 1843, The 1043 gair was only 51
billion dollars as compared with an in-
erease of 8.4 blllion from 1941 & 1942.
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Chart 6.—S8ales of Manufaetovers, Wholesalers, and Retailers, Adjusied for
Seasenal Variatlon, at Annual Raie
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Sales of Wholesalees,

Primarlly a5 a resuit of the rise in
prices, sales of wholesalers ross by 6 per-
cent In 43 to & total of 85 billion dol=
lars. ‘This incresss wWas due entirely to
the 15 percent jnoresse In the nondur-
able zemment which mors than sffset the
decrzese it durables goods sales, Chatt
7 1Mustrates the wide divergence bebween
tha gales of these types of =stablizh-
menks,

Wholesalers dealing primarily in none-
durable commoditiaz recorded =ales of
over T8 billion dollars, all types of 6=
tablithments showing gaing from 1949
witlx the elngle excephtion of petrolanm
products deslsrs,  Among  wholesalers
hendling final consumption goods, the
Increases ranged from il o 20 percent
with aleoholic beverage: recording the
largest and clothing and furnishings the
gmallest paing,

Pood, fobacot products, and drves gnd
sundries were all up about 14 percent
from 1942, Whalezsplarz' sales of ngn-
durahle commodities Ussd primerily In
production. recorded advances of 32 pers
cent in fhe inkm products-raw matarjals
group, and slightly under 10 percent in

the ¢oal and papar products group. -

Bales of dezleys in pelroleum products
were slightly below the 1942 Jevel,

Balez of durables goodz wholasalers
shrynk 0 21 bililen dollars, a decline
of 15 persent from the pravinie year.
The mosi skriking decreasts Were evl-
denced in the slectrical goods ilne (22
pergent) and machinery apd metals (20
percant). The rapidly fzlling volame of
construoélon activity wes reflected in the
i2 parcent slump In lumabsr and con-

struction matertals sales and the 3 per-'

cent decloe In bardware volume.
Furniture and houssfurnishings werg
off almost 12 percent from the precadiog
¥ear with a rapidly declining trend while
gutomotiTa dealars' sales were down 5
percent from the almest Freduethls lavel
of 1942, The only exception to the down-
ward trend among the dursbles was the

SURYET OF CURRENT BUSINESS i
Table $-—Sales of Wholesnlars by Kinds of Business
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13 pereent nerease in the trading aof
jewelry and optical goods establishments,

Although total wholesalsa sales were
up somewhat from 1942 to 1843, an ax-
amnibation of the trends during the year
shows & considerable laveling off in the
rate of galo, With wholesalers' nven-
tories st = low lewel, Tutore sales must
come largely from osw productive oud-
put. While there is aome eridence of
portial relaxation of zome of the linkta-
tions on consuier goods oukput and ees-
ing up on some of the raws materials pn
the critical and strategic list, 1o $he main
nonwar production s not apt to expand
significantly &o lonmg s the Buropean
WAl contipnes.

Sales of Retnflars.

Tnspits shortages of many oivilian
#oods, sales of Tetall outleis in 1943 af-
tained a recoxd totzl of 829 blllion dol-
laxs, exgeeding 1042 zales by about §
percent, The efect of the restrictsd
supply ‘of many goods was evident at

Chart 7.—Wholesalers’ Sales of Dorahle and Nondurable Goods, Adjusted
for Seasonal Vaviation, at Annual Rate
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stores handling primarlly durebls goods
where sales dvopped 10 percept Itom
1942, Hales of nondurahle goods storss
inoressed substantially from 47.7 hil-
on q‘%uara in 1842 to H3.8 billlon dollars
fn 1943.

A substantisl porticn of the increase
In dollar sales was the result of brice
tiges. Meverthelass, after allowing as
Iar as possible for price ehanges, it ap-
pears that the 1943 total ssles in con-
stant dollars were Sighily greater than
tha 1942 violume but about 7 Dercent bha-
low 1941, the pesk wyear In terma of
physieal quantity.

Produciion restrictions acd roaterial
shoriggas weare the main factors which
cavsed & decline of 42 percent in the
gales of durshle goods stores since the
peakr year of 1941, Priorities for new
cars and trucks and yatloning of tires
abd gasoline, introgdueed g I842 and 1h-
tensifi=q in 1943, accounted for the sharp
decrense it the pales of aubomotive
stores,

Thiz decline gecivred it spite of a0
advance for aute partz and accessory
starea, which added such new lines of
merchiandize a5 appare] to offsat the cor-
iadlment in thetr regular linss, Cesse-
tlon of production, pius dwindling retail
Inventories of redios, applistees, cortain
types of furniture, some hardwara and
farm Inplement; linas, and many bwalding
matarfals, wars faotors in the continted
dop in sales of-durable goods stores in
1948

Jéwelrr storss, however, did not fol-

" 1ow the downward trehd of the gther du-

rables, Salex roze sherply and reached
&1 all-time high level of akout 1 billion
fdellars. This represented an Incrsase of
over che-fourth fropm 1842 to 1943, Price
Increases, large sales of precious stones,
the drawing down of ioveniories, and
Ingenuity In the nse of substitute mate
riaiz and commnadities in the Tree of ever-
Increasing consumer emand wWere re-
pomizioie for the strliring uptrend in jew-
elry store sales,

Inasmuch a5 theyr were muech less af-
feeted by shortages of materiels, szles
af apnduralle goods siores pdvanced 13°
percent fram 1947 bo 1943 All major
groups of nondurable goods stores par-
tivipeted in the rize sxcept Alling sta-
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tiong, where shortage of subplies resulted
in a 17 pereent decline in salea.

Tahle 10 ==5ales of Fetail Stores by Kinda
of Business
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Fating and drinking places sand ap-
parel stpres were the twoe noochurepla
groups showing the largest gains, 20 and
21 percent respectively. 'While these ad-
vances were possible otldy beransa of rel-
afdvely easy suppdy situablons, they do
reflact somewhat less effectlve control of
prices. A marked trend toward red-
lug=up (., e, substitubdon ol higher for
lower priced lines) was evident In both
theze fialds and, furthermors, price con-
trol for eating and drinking places was
oot inaugursted ontdl April 1043,

In tke pther nonduarably gogds gronps
*increases wers bess mavked, though nons-
. theless substanticl. The galn in sales of

food stores frorn 1643 $0 1548 wasz Nimited
to 8 percent, partly as & resuli of price
cellings and partly because of relative
shortapes of some foods. Inerenses in
the drug, general merchandise, angd ths
other retsil groups refiected prompt re-
placement with substitutes of some prod-
utls no longer avallahle and gresber
exncetitration on highet-priced 1tams.

E is interesting 6o ngte that ratall sailes
of noodurable goods have Just abaut kept
pece with the ineresss fn consumer ln-
come, after personal tax payments, fram
1541 to 1043 despite the fact that dursble
goods sales fell well Gelow the pre-war
relatdonship. While this 1 indicative of
changes in the besic supply sifusticn, it
{& alao evidence of the effeetivensss of
price control since, m the absence of
cootrol, 4 substantial spillover of HuFing
poway from the durable to the nondura-
bla areas would undoubtedly have (aken

tHace. . .
Business Inventories

Changes lo business joventories In
1943 clearly reflact tha character of the
develoning economi¢ situetion. On the
one nand, the nesr attainment of mas.
fmum war production and full yiilima-
tion of Induysirial capacity meant a
sharp turfailment b the rabe of ao-
cumulation of mabufactorers' inven-
torigs. On the other hand, the restricted
supply slmstion In econsumers® goods
‘Telative to avallphie incomns was Te-
fleated in ab nctual drawing down of
hath whlesalers” and retallers’ sbocks.

On the whaie, totz]l buslpess inven-

EﬂR‘i?EY OF CURRENT BURINESS

tories decilued durlng 1843, in. sharp
conbrast to the rapid accumulatioh Sur-
ing 194] mnd 143, with the 1943 averags
valus abhoui 4 parcent below that of
1942 The downward trend hegan in
June 143 and enntinned for 12 months,
resuliing tn & total lHonidatdon of 23

hilicn dollers. In each month sinee |

June 1043, however, the value of stocks

Jangary, Iﬂﬂ

il:u::reaaaﬂ sieceselvely, recotding a tq:-ta.l
acoubulaiion of 1 Milion dollarz in the
1 months ending n Ocicber, Meyerthe-
lags, total inveotories stond at 28 bil.
lon dofiars at the end of QOchober 1943%,
3 percent nnder a year earlier. “Telng
inte woeount the fact that prices in gen-
erik! ware higher than in FM43, siocks
held by business firrmns at the end of

Chart §.—Sales of Retail Siores
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Chart 9—Inventories of Manufacturers, Wholesalers, and Reiaflers
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1943 were well helow the Jevels prevajl-
g at the time of our entry inte the
WAarl.

Az showr in chart 9 inventories of
menufacturers maintained a somewhat
higher position in 1948 than in 1842, al-
though thers was an lrregulsr dowii~
ward movement in the Arst & months
whish resulted in & drop of 300 million
deliags. Successive jncreaszes in each
month sinee June, raised toial stocks
at the end of Octoker to 1T.8 billion dal-
lars, an all-fime peak, This Increase, 2=
pecially apparent o nondurabla goods,
accoznted Epr about one-half the rise in
the tatel of all buginess Inventaories ginee
the middle of the year and reflecied a
movement to cover expected neavier de=
mand: from whelesals and retafl mer-

chants whose stocks had been greatly -

deplafad.
Although stacks of duwrable goods man-
Ifaetprers wera higher in 1942 than in

31—t ——3

EME, thera was & distinot leveling off
if thess invantaries i the course of tash
¥oar. The primery reason for this trend
wgs, of courze, the rapid aprroach of
capacity operetions.  Buf inereased ceu-
tion with respect to inventory policy.
partiewlaxly by firme in war pracduction,
was also & slgnificant influence,

The gap batwapn the invantary ascn-
mulations of the “wor” srd “noowar™
industties widehed in 1943. As chart 1¢
1ndicates finizhed gooda of hath groups
remeined at shout the same deve! a5 in
1242, it the differences wera quite

' markec¢ in raw malerials and goods in

process.  In the “war” industries, con-
sisting of the ivon snd ateel, nonferrons
metals abd Ghelr produces, machinery,

9
trabshortation equipment, chemicals and
rubber indusiries, raw materlals aod
goods in process inventariss eontinued ta
riza although et a slower rate than in
143, Materials inventories af the *none-
war" industrles, en the vther hand, con-

thousd tha decline that began in the
midelle of 1043,

Table 12, —Manulacturers® Inventorici—
War and Nonwar Industries
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As chart 11 suggests, the slower rate
of lventory sectmulatlon was probably
drawing the invantory lemal closer o
profuction requiraments, This eontrasts
sharply with the =ltuafion in 143 when
jnyventories were far in execess of ship-
ments, due not only to the regquiremsnts
of eXpapding oufput but to shiicipation
of growing shortagas,

Imventories of wholesalers, under the
impact of inereased orders from bhoth re-
tatlers and producers, hagan to decline as
e=arly a3 March 1342 and confinged down-

Chart 10 ~—Mannf'actorers® Inventories at End of QJuarter
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Chart 11.—REelationship Betwoen Manufactupers’ fnventories and Shnp-
ments, for “War® Industries * |

Janusry 1044

Tablg 13=Supply and Tulization of
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ward for the rest of the year.  Althouch
& slight increast took place after the
middie of 15943 the wvolume of whole-
salers’ stooks throughont last Fear ra-
mained at exceptionally e levels.

Inventorles of durzhle goods astablizh-
ments decreased appreciskly, especinlly
ift lines whare eivillan production had
been restricted, s in housshold appli-
anoes.  Euch increases g5 ware recorded
ame from nvantorjas of foods aidd diufs
which registered & Iarge increase In the
lazt few months of the pear.

AL the end of 1943 the valus of whole-
sale inveniortes was balew thet of 1841,
while in terms of physical velume stosks
ware bhelow the level of 1939, This ine
dicates ihad Imventories canndgd be ré-
duced slpniticanily 1p redeiton (0 curcent
zrlek If wholesalerz are ta periorm their
sustomary luncton

8,
Retail inventories began to decling in
June 1842 and the dowmward trend con-
finzed through Juns 1843, Despite an
increass of soma 400 million dellars since.
the middle of the year, inventories in the
clesin g months of the yeAr were SpQro-
imately 1 billlon dollays helow those of
the z=ame months of 12, Contributing
factors to the decline wers the resord
volume of sales amd the restricted pro-
deckion ot poods for sivillan wse.
Appare! Inventorles declined durine

E & T a
| BtLLINS OF DOLLARS)

il:h.illar;i' oo feiveud Etdle aod thalc products,
eLfasion 1ina was Sited to date from 19300

the first half of 1943 a5 8 result of & buy-
ing dcare induted by shoe ratloning, bus
sinee midyesr Apparel accountsd for
most of the Ineresse in tobal petall inven-
tories. Cne of the chief ressons for the
inerease since June was the lergs soen-
mulatipn in August and Eaplember in an-
ticipation of early Chrisimas burFing.

The general patiern of movement in
the dorable and nenfuratile gonds was
the zania a5 in the whoelazals Inveptories:
durable goads coatinued to decline while
noadorable godde stecks provided the
ncrease.

Eleciric Fower

The ahillcy of 2leciric powsr supply to
keep pree with the econamy's rapldly ex-
panding needs has been an cutstanding
featnre among war prodociion aobieve-
menis. It s noteworthy thatb thiz indos-
try was perheps the only obe confronted
with tremendous war demend: whigh
was able to continue glving adegquate of-
viliert service. Paclllties adequats at the
stard were kept g0 on the whols by ¢are-
ful expancion and corralatsd action to
improve their ukitization, Chief actions
of this Knd were the well-knoewn ones
telating to the locabiom of new plants,
Inter-connections between systems,
maintenance of adequats fuel stacks, and
improved loed factors. The situation
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was alded considerably by mulbpla-shift
aparations of many war plants.

Net addltions bo aleetric powsr gen-
erstiog copacity in 1043 were olose to
3 million ¥llowaktiz, compared to 2.5 mil-
lion ilowatts jn 1042, Over-all electric”
BFOETEY cobsumplion was upr 15 percent
and reached 274 billion Hiowati-hours.
The larpsst increases in consumption
were by manufacturers of chemicgls and
tranzportation equipment who uged
about one-third more power than in 1942,

Manufacturers of machinery, nonfar-
rous metals and rubber producte in-

. creased thalr ponsumption about one-

fafh,  Consumpdion by rallways 2nd all
manufaeiurers was up about 12 percent,
while the steel industry and domestic
aod ¢olnmerclal users: consumed about 7
parcent more than in 182, Small de-
clines were reglstered by a few industries, .
suwch an leather, lumber, peper, and
ceramie produsis,

An interesting development durng the
war parlnd was the ever-increazine di-
vargagsa Defweer: #lecttic power produg-
tion end iodusirial outpud. Chart 12
Mustrates the fack that power oulput .
which nsually follows Indusirial produc-
thotr vary clagaly failed to keen up during
the last three years. This wes due to
the fact that the majin increases in in-
dastrial production were in indusicies
engnged in provessing which are on the
whele low consumers of power. Produc-
ers of raw materials, such as pulp, stone,
elay, and glass, and the roineral-extrac-
tive Indusixles, normally high consumers
of power, showed little gain in outputk
throughout 1843

New Constraction

In 1843 the nation put the Anlshing
tonuches on the most ambitHons program
of new construstlon over whdertslken in
buflding & war machine. Most of the
groandwork was completsd n 19042 when
construction projects valued at 13.5 bil-
liet dollavs and egqual to 9 pereent of
the national product were sdded to the
toonomic potential of the country. Ins
dand, 50 rapidly was thls program car-
Tied out, that by the end of the third
quarter of 1042 men and materlals were
being shifted fram thiz preparatory form
of war production to the more direct
forging of the implemente of war,

Thiz shifting of resources continued at
B rapid pace during the lest twelve
months with the result that total ney

-
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Chart 12 —Elecirie Power and Indosirial Produttion, Without Adjustment
for Seagonal Variation
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etructlor, apd even 1941, when expand-
Ing Covernment war prepacationd -
snlted In larger and larger clafms on
construction manpower end mabterjals,

75 new privately financed residentisl Myild-
ing econtloued to sxpand,

Eo With Peaxri Hegshor, this trend was
hrought to a balt; from the third qoar-
fer high of almest 1 hillion dellazs in

223 1941, the valze of new resddences
financed by wrivate mefnz declined &6

200 percent to 525 l_;1;&1::::1 a ¥ear later. The
ragirletdons o wers primarily re-

i """'W%af?m spongible for this deoline contnued in

EROp effect. this past yesr, and s a reasult ac-

I¥5 thvity In 1942 was lowar than the Jewvel
Tablp 14.—MNew Constructlon Astivity !
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constructlon was 43 percent belaw the
lawel of the previons year, The 7.7 bils
lion dollars thus spent repregented but s
4 percetit share of the national product,

the lawast psrneantage for this sector of .

the sconoiny since the puthrsak of the
war in Eorope. Rather ithen being a
cauge for concern, however, this gltua-
Hon 15 clear evidence of the rapid
Progress  achieved in mobiliziog the
ECOnOImY.

Pablicly financed construction—pri-
marily of a war nature— declined
sharply fram 1.7 billon dollars in 1542
o £1 hilllon dollars last ye=ar., Just as
miiitary and naval Bullding featured the

reépid expansion, 5o also did it lsad the

deeling, The drop from 5.2 billicn dol-
lars in 142 to 2.7 hillioh dellars in 1943
wag the largest ¢f the major componants,
end Indicated the pracical completion
of the wast bailding program remilred
- to ouss & ten-milllon-man army, fgat
a 2-ofehn navy and put Into tha alr the
largest air Iorce in history. )

The ahrupt curtsilment of public con-
struction wae more thar matched, on &
pereent basls, by the drastlg fall in pri-
vataly financed kntlding. The foll sig-
nificance of thls fact 1a best appreciatad
by epnsidering the recant record of this
class of constiruction.

In 1941, 52 billion dollard of constrac-
tion, 47 parcent of the total, was im pri-
vate account. In 1842, when ¢onsiruc-
Hon aetivity was ot Ite all-time peal,
privately financed projects were cut . al-
most t¢ hall the 1841 volume. Yeb In
B3, the level of private construction
was 3tll further reduced $¢ 4 polot where
ik rapresantad hut 30 peycept of the 1841
high, and by the end of the year was a2t
the lowest Agure in the last decade.

There was some variancs in the degres
. bo wideh the various types ol constias-
flom sharad in tha genersl declipe.
Whils military, naval and industrial cen-
struction declined at 8 more rapid rats
than the i{otel, sech glasses as Bdghvway
and public atlity constructlon fell th &

lesser extent. Cme of (he moat well-
sustained types of zetivity was resjdsn.
fin! eonstpuction, both public and pri-
vabe, it which the decline was only about
a guartar from the 1942 level.

The less drasiic slackening of residen-
tia} constraction was a result of the con-
tinued upward trend of public housing,
which partlally offset the falling of of
privately financed work. In the YeRbs
Immediately prior to the eniry of the
TUnited States into the world confiict,
private residentia) construction grew
Tapialy.

In 1030 and 1040, Ehis sector consti-
tuted = growing proportion of tohai con-
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Chart 13.—New Construction Activity, by Type of Ownership '
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of constrietion in any ¥ear back as far
as 1535,
. 'Thiz sitration was reversed in the flald
of public housing. 'There, the expan-
sim during esach of the war yeara was
repeated n 1943 Whale totel construc-
fioo waz belog severely redussd 1o 1043,
public construction of new housss in-
créased by abot 13 percent from a 600-
milllon~dollar valvation in 1942 to 680
million- the following year.

The oonziderably enbanced govern-
mental participation io the residentisl
conaltuction figld 13- simply a refection
¢f the naturs of the naw housinge da-
mands being met by the Qovernmetit.
Whiie residential copstructon in gen-
eral is definitely of the nenessential class,
some facilitles bad to be added in war-
expandsd atess to house the new work-
ers 1o those districts,

In view of the pokenticglly temporYary
nature af this housing demand, privetely
devaloped prodects would bhave been at
bast risky undseciakings unless additionel
compensaton was allowed. Thiz would
hipve entniled raising of prents, which
would have gresily reduced the stimu-
Iug to movement Into tire war centers.
Alzo, the risk involved wes distihetly a
war-engendered ons,  Therefore the anly
alernative wes the development of Iow-
cost housing fenilities by the Govern-
ment.

In the latker part of 108, there wers
Indications that fhe trends in public and
privata housing were being rovarsed.
Public resldentia) constyoction in the last
hali of the wear was lower than in the
first half, while privat: projects picked
ng afier the middle ¢f the year, ¢nee
agzin ascoming the ascendansy over
public activity o the residential Geld

In considering the enhstruction Eitu-
aticm, two points need to be borns in
mind. In the Avst place, this raview has
bean confined to constrmatinn activity in
the continental Troited States, and henee
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it pverlooks the falkly substantial build-
fhe operations undertaien outside the
Matioh's boundaries,

Secondly, some of the rise tn dollar
values représantad an Inereasa b con-
situctlon costs rather than zdditlonal
physical capaclty, ‘While available dete
de not sdequately reflect construetion
coste, they ndicate thet the rize In costs
iz been of substantinl mapndtada,

Cn the wholt new consicaction, par-

Chart Ld.—New Conatruction Aclivity, by Classes *
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Heutarly privately financed buliding, was
one of the mosk daflated sectors of the
economy in 1943, That itz volume was
not Jower, séens to have beay due pri=
marily to the carry-over fromm the vast
program undertaken in 1342, . For this
reason the rabe of activity at the year's
tlode gives a closer approximation of the
place which construection will have for
the duration of the Earopsan war than
tdoes the total for the vear,
Transportztion

An outstanding performance in 1943
was made by the American transporta-
tion sysiem in moyving the greatest oug-
put of goods and mass rmovement of
troops atnd civilians on record, Although
faced with such ohstacles as critical
cshortages of Habpower aid replacement
parts, and with only & very slight net
inecrease [ equipment, trapspartation
volume increnssd 20 percent from the al-
ready phenomenal 1942 traffic. ‘The Da-
pariment of Commeree index of $he com-
dlned volume of passenger ary! frelght
frafic more than douvbled beatwesn 1835
and g,

Dasplia a shearp decreass in domestic
water-borne commearce, due to Iack of
shipping forthe intercoastal and coastal
lanes and fo an vansuelly shark shipping
seasarr on the Greaat Iekes, the gains
mads by all other types of Treight caps
rimyx brought the over-all ton-mile index
to 13 percent ahove the previous year.

Clasz ‘I railroads, with increszes in
serviceable cars snd lccometlyves of oniy
1 and 2 perecent raspectively, moved &
record wyolume of goods & greater dis-
tence than ever before. The rasult was A
14 parpent gain above the previous year.
Common and contract motor caiTlers



Japinory 1844 .

- SURVEY OF CURRENT BUSINESS

Chart 16.—Exports, Including Reexports, and General Inports
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avertarmea thair severe manpowar and
parts shortages by greatly iocreasing
thelr effiviensy through “hoint sction'
plans and by a more l.nt-ensive e of their
aFing rolling stock.

While the tom-mile 1nu:le:t imeransad 8
percent frum 1942 to 1943, the last quar-
ter of the year showed virtually no
chenge fiom, the corresponding 1942 pe-
ricd. Thewvastiy increased pipe-Hne con-
struction program in 194% was refiepted
In & ton-mile Increase of almost 30 pern
cont hy thiz trpe of trancpori. The
. lareest increass In cammodity transpork
weaa the 81 percent g£ain from L2 res
corded by gommerclal alrines with air
mal] and expras pound-miles fown in-
crea.ﬁng by TL and 28 pércent raspac-

Again in 1843 &= in the previous year,
the mast substapbial gaine wers made in

(E-L)) 1242 1343

the pasarnger tiansport fisld. The mave-
ment of our continental &rmed iorcas
both om official duty and oo furlough was
enarmous. I required more fhen 30
percent of the coach facilities, B0 peroent
of the Pullman accommodations affcrded
by the railroads, and a lsree share of
the servites offered by other types of
carrlers,

Clhwiliax travel contiaued the sharp up-
ward trend caused by the ¢ontinued mi-
gration of war workers, and the rague-
tlon in the use of private pagsenzer auto-
mobiles and incressed ineolnes. As 4
inatter of fact, the only detsrrents to
this aimost uolimited demand were the
capacity of the transport sysbem, the dis-
comforts of warlime travel, aod the ap-
pealz of the Govrernment and the esr-
rlers  themeselves. The Deparbtoent's
aver-all paszenger-mile index in 1943
soaved to IE6 (193530 dally aversge—
100, an increese of 39 paccent from the
oracecing yoar

The major contributing Factor to this
phenomenal rise was the 62 percent in-
cranse in rafl pasesngor-miles, Tha rail-
roads achieved aeatiog capacitles and
lnad factors whith nost rallroad men
hardiy thought possible s short time ago.

“Inbtersity motor carrlers of passEnsers

and the loenl trensit lines, although fnced
with serlous aquipmeni and mAanpower
problems, iticreassd their output by 93
end 24 percent respectively, while the
pirlines, with only a favw aireraft retorned,
tor them by the ermed foresy, maintained
seating capeclties of well aver 80 percent
to reglater o T pereent gain from 1843,
Thai the upward treod of the past
faw venps camnat he gonbnued i 1044
can be seen by a glatice ab the monthly
movemeant during 1943, (Ses chart 15.)
The rate of galn above 1843, which was

13

nearly 30 percent in the early part of
the vear, was pared to lesy than 15 per-
cent by the latter half of 1843, In fact,
by fe et of the Year the two major
cartiers of merchandize, rallroads and
wrucks, wera operating at only £ Uifle
kizhar rate than in December 1542,

Near the closa of the year a threatened
strike by sams railiosd workers was iore-
skalled hy the acton of the President
who placed the rajlreads under the tam-
porary contrel of the Governiment on De-
camber 20, 1843, Thiz step emphasizex
the importanese of sur franspoartation 5ys-
tem to the war effort and the need for
the speedy solutior of the many prob-
lems factng the ndusizy,

Foreign Trade

The dollar valwe of United States ex-
palt shitments in 1948, including lend-
lease Tar surpassed &) previcus records,
Exporis for the first 19 months of 1943
amounted to 10.4 billion dollars, or more
than 2 biillon grester than the Li-month

" fotal for the previons high swar 1020,

For the full rFear 1545 the valoe of
gXparts are ertimated to have been ai-
most 13 bllliox dallars, ahout 60 percent
mere than the 1582 total I i5 to be
naoted that the exporés dats do not in-
clude shipments o gup armed Ioroes.

Imparts shawed no sueh spestacilar
increass, but the sstimated 1943 dellar
total of 34 bilMorn dollars neverghelass
surpasoed tha highest levels since 1824,
Thizs was no small achievement in view
of the severance of trade with areas
Epymerly faxnishing aimost hailf of our
total impeorts and in view of the shipping
shorteges in the sarly part of the year,
'Tha rize in hoth export and import dol-
lar totals was attribUteble, in part, to
further price incresses In 1943, byt rep-
resented shlsfly an arpansion In the ae-
al quantities of poods shipped

The most Etriking featnrs in total ex-
porls =slnee Lodl, ol o key facbor In
camputing the export surplus, was the
nerensing predominance of lend-lease
shipments, These shipmeniz gonsti-
toted about 14 percent of the iotal vaiys
of eXporiy in 1041, They roae t¢ 60 per- -
cent of the total {n 1842, to T5 percent
in the Arst quarter of 1343 and i Mote
than 80 percent taward the end of the
year. They amounted to 4.9 biiblon dol-
lars in 19432, a total which was eXeesded
in the Arss T months of 1943,

In view of the fact that thess exports
amountsd to alinost 1 billion dollars &
month in the latter park of the year the
total for the year is esbimated to have

Table 1i.—nited States Exports and
Impocts
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approXimatcd 10 Liilien dollars, It s
jmportant to point out that exports to
-places outside the Westero Hemisphere
copslsted  wery l1atgely of lenwd-leaze
goods, wheress herni=pherte sxports were
predominantly nonlesd-lease or "cash-
purchazs™ zoods.

Bxports for cash wers on l;he averags
abaut 14 percant lower in 1943 thar in
194%. This ceme shouk, howeyer, sn-
tirely a5 2 result of the displacement of
eammearelal oxports by lend-leese ship-
ments ko countries guislde the Western
Hemfsphere, Cnsh exporks to Datin
America and Cansda in 143 were not
oply larger than in 1942 bt were alse
sitbstantinlly above peacebime levels.

Tahle I7.—~MNet Balanes of Unived States
Trade With Latin Amacrican Republica
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Finished manufsctures mads gp the
largest single class of exports and ab the
same time eonstituted a larger share of
Ghe total in 1942% as comnpared with 1043,
This waz in lerge part due to the ri=ing

- flow of milltary goods—aireraft, tanks,
explosives, Hrearms, and other war im-
plemenis—to nembers of fhe United
Nations,

Data on imports for Ehe Arst 8 months
of the Fear indlesta that almost hali of

" the Incresse in the dollar volume of im-
poris from 1942 to 1943 was In foodsiniTs,
a class which constltuted slmost 30 per-
eant of the tote) Emports for the period.
The itmporiation of ety . essediinl
metals and minernls slso expahded to
a significant degrre ln the Fear fust
past. The greater amounbs of [opdstuils
and strotezie metals imported in 1943
were of vital importance to the United
Etates in tts expandlng mllitary eforts.

One aspect of movement in our for-
elgn econgmic relatdons is not reflected
in the vsually nresented dpta, that is,
reverse lepd-lesse. As the size of pur
army on forsdgn soll grew and as the
conditlons of our Allles improved, the
United States recelved Increaszing ma-
twlsl - help from  reverse iand-laase
aperations. Ho far the only publivhed
date cover the situstion with respect to
ihe BErldsh Commenwealth of Nations.

The British Commonwealth reporbed
thaf expendituras for reverse lend-leass
aid to the United Stetes tfobaled 1.2
hiflion dollars up 0 June a0, 143, The
Uplied Kingdom's cotibribution was 271
millon doMars of which 31 millien was

" the merchandlse import balance,

SURVEY OF CURRENT BUSINESS

spent for goods and serviees. 169 mil-
liom for shinpibhe, and 271 millicn for
airports, barracks, hospltals, and other
constructon. Im the first 6 months of
1843, the PBritizh Commonwealih woas

“spendiog for these purposes at 2o an-

Imal rate of 115 bitlion dolisrs.

The exteni to which the Latin Amerj-
oan Hepublics helped supply naaded ma-
terinls may be dedused in some degres
from tebie 17 which presents a compar-
son of the trade halances of thess coun-
trles with the United States for the frst
three quarters of 1949 and- 19432,

Excess of merchandise imports from

. these countries over axpris to them in.

cressed almost 7¢ percent fprem 332 mil-
lion deltars Im the fist 9 months of 1942
1o 371 million it the zimilar 1048 perlod.
After allvwlng for changes 1n prices of
Importe relative 0 exporiz and roowing

that United Skates sxports to these coun- -

tyies roge from 1942 to 1943, it 13 clear
thiat thess Natioms were supplying this

-goumtry with a signifcanty eplarneed

volume of paecded goods n 1843,

The majority of the Latio-American
Fepihlics contritdited to the increase in
Those
showing the preatest Increases were
Cubi, Mexica, Ururusy, end Chils, In
the process of epanding thejr trads with
the Tolted States these countries added
conziderably to their deflar balaoces and
henre built up subsipntinl reserves Tor
Anancing thai imparts whan world aon-
ditians are mors . favorabe for such a
developtient.

. The mein irends of foreign treds sp-
peared 1o hava hecoma stehilized darmg
the lattey part of 1943 Lend-lensa ghin-
ments ranged around 1 billien dollers
a month, nenlend-lease sxports eghtly
over 300 million, and lmports about 300
milion. . Wikt the domestdo economy
spproaching full nse of productive ca-
pacity, with most available sowrces of

January 1044

Imparts already tapped, and with 2 con-
siderable rigidity ohservable in our im-
aort and export programs, our foreigr
frade appeared to have roached levels
by the end of 1243 which would remaln
Iairly =tobls until fursher major changss
occeurred in the world politics] sitoation,

Commodity Prices and Price
Controls

The extenszive prige contrel mecha-
afem indtiatad fv 1949 and supplamented
to some degres n the [ollowing year held
briess o 8 remarkahly even kesl during
the pest year of economic mabllizakjion
for total war. This is evidenced by the
fact that the wholesile price index
averaged only 2 perceni higher (o 143
then in 1342 while the cost-of-living In-
dex yoss only about & percent.

Within the year 1843 the incréages n
both indeXes were of even smaller
magnitndes. The upward (repd was
limjted to the parind hetween January
and May, after which ihere was even
@ Alight decline In the twa indexes,

Aelde from a 4 percent gain for petro-
Imun  products, the ondy slenificent
fainz o wholesale prices during 1943
were Ior foods, farm, and forast prod-
urts, A= Indicated by takla 39, lymber
prices moved up sbout & percent from
Jarpusry to Novsmbetr, frains sbout 15
parcant, and fruits end vegatables abouk
1§ pereent,

Az these advances and mihor inoreases
for a few other products yers offset by
Aeclines of § percent, for meats, 6 psrcant
far hldes, and 2 pareent for daicy prod-
ucis, ithe November index for all com-
moditiez stood af 103 (1928==100} , o only
one point higher than In January., In
contrzst the Increase In wholesale prices
during IBd]l snd 142 was 17 percsnt
and § percent, ceepeotively.

Chaxt 17.—Wholepale Prices
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Japnary 1044
Chart 18,—Caost of Living of Wage Earmers and Lower-Balaried Workers in
Large Citles
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Takble 18.—Coat of Living Indexos
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The rize jn the cost of living wes alsp
moderate during IP43 &5 shown by table
18 Clothing prices moved up aboul 8
pereent, food about 3 percant, the mis—
cellanecus zroup about 4 percent, sbd
olher items by :maller amounts. Thsee
nerepzes hrought the Hovember com-
bined index to 124, only shont & parcent
higher than in Jenuary, Over the entire

war pericd from August 1539 bo Novem-
ber 1843 fhe cosi-of=-llving indexr rose
2¢ percant.

The chief -development relating o
price gontral regulations was the provl-
sion of dollar and cént cellings for many
products formeriy covered &y base perlod
formula cetings as In the General Max-
imam FPrce Regulaticn. Dollar-and-
cend eelllnge were alio applled to many
farm products as thely prlces reached
levels meking them subject to contral.
Margin-type coillngs were fraquantly ap-
plied where dollar-and-cent celllngs wars
not practicabls,

These maves towsrd more spacifle pric-
Jing were necezmary for celling atmnplifica-
tion: end enforcement purposes, but they
grealdy increazed the burden of form-
lating and revisihe price conhtreol resa-
lations because they myolved mere dif-
ferenfial nilcing. For eXample the new
regulations almed io designate uniform

15

dollar-and-ceat cellihgs for all stores of
the saine genersl olass within each ooim-
munity. Bo if was neceszary to estabe-
lish B series of commuondty celling prices
with differentials caleulabed Lo yield the
normal profit margin a2iter due &llow-
ance for differences o transpoylakion
ensts, wolume of business, trade pras-
tiges, ete.

To¢ ald In this overbaoling of price
regulations, and to meet 1is growing need
for more trade and public sopport, the
Offize of Frice Administration strength-
ened its Industry Advisory Comandtiees
to mere than 3,000 members end its Iocal
commupnity Prive Panels to about 59,000
members, All these members were val-
unieer workers,

The vutstaoding event In supplemen-
tary abdg bo price control was the growth
In war subsidy payments, which reaqhed
an anmal rase of 1,143 milion acllars
for &)l eotninodities involved a4 of Oeto-
ber 13, 1843, About T3 percent of the
war subsidy paymenttz wera for foods and
livestack feeds, 12 percent for metals and
inietsl ores, 9 percent for itransportation
of petroleum products, and 8 pargent for
oopl rensportatlon, jewel bearines, Chil-
ean nitrate of soda, antomobile tires,
and geversl mlscellpneots commoxdities,

Although these subsidies were an im-
portant fector in preventing subsztental
price rizes during the vear, continuanoe
of most of the food and feedstuffz sub-
sidies became increasingly uncertain due
to the lack af agreemnent eomeerning the
veed for them,

It iz clenr from these dzia that the
most significant price advances during
1243 were for farm products or goods
made from them, Although these ad-
vances were small, they were Inporiant
becouse when plied on top of Drevious
price lncreazes they <zerted pressures
againzt price-wage relationshing alieady
tunder straln from rising living costs.

Major price and wage stahillzetlon re-
tivities in 1943 wape facn=ed on extanding
and suppleenting the controls begun in
1542 under the originel Price Control Act,
the General Mazlmum Pries REegulatlon,
and the Dctober 12 amendment (o the
first Price Coniral Act, Coordinated
laxgely by the Director of Eoonomic Sta-
billzatlon, other agencies sxecuted and
implemented the policles set forth In
these instruments and 1o the “hold the
ling™ Exsautive Order of Aprll 1943,

Aclivities t0 stiield the cost of Lving
from furthar ¥sez in '‘consummer food
prices wers administersd parily by the
War Food Admibtstration and the De-
partent of Agrioulture, They eouaght to
Increase food output enough 50 that es-
sential elvilan needs wounid be met niter
setting aFide ebout 26 percent of the total
producéion for lshd-lease and the armed
forces. Another part of theze activities
was adminjztered by the Ofce of Price
Adwinistration through price contrel
and rationing regulations end related en-
Iorcement mechanismes.

Az Juintly determined by the War Food
Administration and tha OMoe of Price
Adminfstration, still anoiher part was
admitilsiered by the Commodity Credit
Corporation and the Raccnstruetdon Fi-
nance Corporation. The Tormer caryied
out an enlarged program of comrnodity
price-support leans or purcheses. The
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Tabla 19.—Inidexes of Wholesale Frices
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latier administersd sther forms of sub-
sidlaz inoluding those involved in the
meat and butter price roll-backs and

most ¢f the nopagriculioral subsidies,
In the fisld of wage rate control the
War Labor Bosrd sought to stop waze
iocrepses A6 the Sspiember 1942 lewvel,
deslgaated as the general prica-wage ra-
lationzhips to be preserved. The gen-
arzl eritarlon, wikh exceptions based on
and war pesds, was the “Litte

hardship
Btesl” formula which perowtied » 15

persent gdvenas over Jauuary 1941 wage
retes to compepapts for Increases in the
¢ost of living.

Farb of the difficuléy in bokiing to this
15 percert Apnre is indicated by the fact
that the actual rise In the cosk-0f-living

-index from JenUsry 1941 o Navember
1948 was about 24 percent. Ao, the
cost of living in some areas had Increased
more iHan indicatsd by thesa Agures
which represent the general average in
5T lurpe citles. Althabtgh ihcresssd
earnings from more cohtinuows employ-
ment and obezer hours were suficlent to
absorh tha differantial in most Crsss, B

ol wage roate lncreasts were
granted n conl mining, aireratt brodoe-
tlon, and other industries,

Tinle the eaconomy's owerall price-
wage relationthips were preserved fairly
will in 1048 thers was uncertalnty at
the snd of the yesr regrrding further
rises in the cast of llving shd iNcreas-
ing wressure for higher waee rates in
other importent iMdistries soch a5 tall-
road txanaporiation,

Intome Payments and Savings

The erpapslon of sconenic activity
from 1543 to 1043 restulted in & 36 hillion
dollar rise In ncome payments to indi-
viduals, which reached a new high of
142 pillion dellars in 1543, Wages and

salaries of employed perasns, lheluwding
thaose in the grmed forces, accounted
for more thao 21 hillivn dollace of this
rize, Net farm income, which Incressed
22 parcent over the 1947 total, was re-
sponsible for another 3 bMlion dollars of
the rire; The bulk of the remeinder
cames from gaing in the nat Incame &f
nepagricwtsl propristors znd in Gov-
eriment sllowshees to soldters’ depend-
anta.

‘Wages and sglaries of workers in man-
ofacturing ndustries increased about 7

January 1944

billion dollars, neaxly 30 percent shove
the 1847 leval, .Thiy rise raflacted the
cembined effect of an I percent increase
in namber of workers, & 12 percent gain
in average hourly sarpnings, and an aver-
age incresse of two hours {n the length
of the wark wesk,

While average earnings of emidoyees
in trade, serviee, and other indostiles
appenr {0 have loerensed on about the
SAame soAle & M roEnWacturing, the
number of such employees declined. Tha
merked shift of warkers {rom low-wege
and short-hour  indostries inta high-
wage and long-hour Industries wad an
important factor in the growih of overs
all wages and salaries, since there was no
sigmificant change in the aggregate nun-
ker of amployed workers

The 32 percent increasg in ned farm
intome cams largaly fram tha highey
pizes received for farm products, though
the 2.¢ percent gaim in Gotal Term-outpuat
and the shift in ferm output toward
relatlvely bigh-value products werk of
gomne influense,

Eren though a lsiger porticn of the
incorne of individuals was siphoned off hy
texea In 1443 than in any previous pericd,
personal (BX poyments risng from 4.8
billlon dollars in 1842 to aimost LB Billlon
dollarzs the following year, inchividuals
wers laft with p new high aggregsie of
lncome Rfter taxes. Disposable income
of individusls reached akoot 124 Billion
dnlla:rs 14 percant above 1944,

As a consequence of this racord fow
of disposable Incoms there was eontinn.
ous pressure on the level of consnumsrs”
expenditurss, despite the tighiness of
the supply situation, Consumer outlays
for gonds and services sdvanced 10 per-
cent from the 1842 tatal, wnounting to
almaost 31 hillion dollars, rising prices
being the dominant Iactar s the n-
Crease,

Althouph losfes in constiner satisfac-
tion due to substiiute goods and re-

Chart 19.—Income Payments, Adjusted for Seasonal Variation *

BILLION3 OF DOLLARS

r

18

TUTAL INGOME PATMENTS

ol s
) 1538 1940

1941 1842

159432

L D ton £zl Jast three mexnths of 1043 are preliming oy sstipate,

Bouree: T. 2 Departieent of Colri b,



January 1944

SURVEY OF CURRENT BUSINESS

Chart 20.—Disposition of Income Payments te Individnals, Adjusted for
Seasonal ‘Farlatiun., at Annual Kate !
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gtricted serviess must be taken imto
account, all the available statistical evj-
dsnce polniz to the fast that “real” con-
swmption by the American people In 1943
was approdimataly egusl to that of any
year since the present war hegan and
conshierably above pre-war levels. It is
thus svident that eonsumpilon has heen
surprisingly well maintalned spd now
stands litile chance of sufferihg more
serious restrictions in the fulure, eXeept
posslbly In the avellable food supply.

Furthermors, the war sxpariepes has
thiown s great deal of Hehi en the con-
sumpion patterns nesded to utilize the
vast indusirial potaotial of the American
gconomy. Both slness sod Governs
ment mzy weall be challengéd by the vrar
recotds of production apd civilisn con-
sumption in the years ta come,

- It splte of the jncreases in both son-
sumers’ eXpenditures and perzoonal taxes
In ¥4, the rizs In jncome was large
enovzst to allow a fvriher advance in in-
dividug! sevings. The 1843  tofal
amounted to shout 34 billion dollzr= =a
compared with savings of 27.0 billlon
dollers in 1942 and anly 6.0 hillion dollars
o 1538,

The aXceptionally FRigh relstion be-
tween savings end disposable neome that
prefalled fn both 1943 and 1348 cannot
Table 2h—Ineonne Payments to Todi-

. yldwal

[ Bkt ol dollas]
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- he éxplained by any singls influencs.

Pabtrlotic mokblves ang donsdmer reslst-
ance to high wartlme prices and quality
deterioration, particularly with respect
to gnods whose rurchasze couid readily
e postponed, weara imdoubiedly sigmifi-
oant factors. Bl more importaot, per-
haps, was the sbsslute lack of mADY
goods that stend high In, the conmmer’s
preference scale 2iid the fact that price
conrtrol was vary Imrgely effective in re-

17

billion dollare in 1839, an effective mis
of less than 23 percent, compared to
provizion fnr taves amauniing o nearly
Eﬁ p-emeuh meofitn beforw tazes In

Het. dividend payments doring the sar
pexicd fafled $o keep pecs with Increas-
ed corporate profite reflecting the cau-
tloua attitude of Wsiness managenent,
In 15938 net dividends pald amounted to
95 parcent of profts after taxes srhersas -
in 183 this ratlo was cuf to onder 50
percent. Durbng 1942 and 1943 corpo-
rations wers establishing ressrves to fi-
Aance rescYersion and o thde thex orer
any dislocations whith may arise with
the retary of peace but in addition {0
sueh resarvas undistributed profits yose
appreciably.

Mopsk of the imoréeage In corporate
profits, bath hefore and after taxas, Trom
1342 to 1843, occnired in mehwiscturing
industry. Heavier eXeess profils toXee
resulted In & drop Jin manofackoring
prodlis afbar taxes 0 1942 daspite g largs
Increass in earpings before taxes, How-
aver, stntinted eXpahsion in produstion
and no changa in tax rates allowed an
intreasa o proflis after taxes in 1943
althoueh they appeared to be still slight-
Yy below the 1941 peak.

FPrafits of the transpartation industry
continwed to rise bub with indications
of leveliog off as capacity of oqur trens-
port facllitiez was approached,” Eoth
the bade and public utillbies grouns
shovwed inerefses in profits efier taxes
In 1243, returning to approximately the
%ﬁé levels aftex modarate declines in

Table 22, —Egrimated to Mrofits
Bofore atd A'..ftﬂr 'Axen

sirlcting the amount nesessary to spend
BriEtLwna of Bodbnrey
for the avallahle soppliss, . ( el
Table 2 —DIspositiom of Focome Pay- ek [ 10 epar | AT | M3
Toents ! Todusirial aroap
1B Ullooe of dollars] Prpdlts Goloro toves
HRE 1000 | 1042 | 12 1D Tml__._________.a,m]r.m|1gm]mmfusuu
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widusle____ A T 5! B3 28 AL B Trnde._ I ey el oot e % oen
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nm: mmnu.." B Al 4o Ga 174 Public utilldes b 10| X2y 1A
r i%] 1a 29 47168 o ... 5| x| | o
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whdmbs___ [ 67 7] 79| B4, o308 8196 1 Profis altar taves
Luuu e penil-
Egmhrmtuﬂnn T OL7| 827 7.0 820 0.5 4.(&3]1&5[? T 277 717&'3.910
Il " ]
3, [T E G0 T.B I37 X8 3B
Mining__,: 0 14 200 .
. MBII‘DJ % TrECE 10 4, 4, M| 4,083
' Traimdl will it pecassarily add fo fofsls dum bo ‘Tinda. = ﬂg E-; L1 1,%2 |,]"%
1
I Projmoinecy. AT TE dalf & o
Beurce: U. B Deportmwat of Commantt. Il 180 =] 211

Corporate Earnings

Corporate eatnings, after provision for
Federal ineoie ahid extoess profits takes,
continued t6 jocrease In 1245 with =
gain of 11 parcsnt over the previons
vear's total 'The estimated total of 84
bilion dcllars was twies thaf of 15939
and moderately above the previous peal
reached 1n 1920.

Though the increazs in profits befora
taxea has been mmch more striking
throughout the war period, & was In
large part offset by ingrepsed Federal
eome A eXcess profita toaxes, Cors
porafe ineoima tax llehillty was only 1.2

! Prelimen ToprE)
30 llmluﬂn:?mﬁ[ mrpormng fical Ehires qoartsrs

Bparca: T. B, Deparkowent of Comimerce.

Finanee

Uoder the contiouing eX-pervasivae
ibflusnge of war eXpendiinres, govarn-
mant fiscal and pilvete foancial de-
valopments were sven e striking In
1942 than In the previous war Fears,
Poderal Government hudgetary expends
ifures in 1943 apounted to 58 hillion dol-
lars, 32 hillion more then outlzys In
1942, Whilé nonhwar expenditurez ex-
hipfted ifftle change over the year, war
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a Ckart 21.~—Corporate Profits Before and After Taxes
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spending »ose nob ooly abepluisly bot
alEy in proportion to the total,

Wherans in 1942, 50 Willilon gollars oy
80 pereant of 2l budget expenditures
was fpent for war purpeses, &2 billlon
dallarz or 94 percent of the total was
claswed o war outleys in this pazt year.
The vasiness of these magnitndes 1z one
of the claarest indicators of the tre-
menions olaims which: total war was
making on the scotHny.

The spectacilar aspacts of the Goav-
itoreos and

Table X5, —Rodger
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ermment expenditures pictire may lesd
e to under-emphaslie events Blmmost as
siriking in the revenue fiald. In 1548
net bndgatary recalpts of $4.6 HHiion
dollars were over coull: the colleg-
tiohs tnade in the praviouz year. ‘While
all major clas=ses of receipts wers higher
in 1943, income taxes Nwrnishiad the balk
of the sdditional revenue. These Yoss
froom 11 billion: dollers in 1842 {0 almost
27 billion in £he 15 monihe of 1943, Thi=

Janoary 1044

Ineresse was only 'n part due o higher
rates and lower exsmptions.

Parhaps agually as important in X~
pleining the riee waz the change in the
law relating to texes cm individual in-
eomes. The withholding provislone of
the Current Tax Fayments Act of 1943,
in placing peyments oo = corrent basiz
Loy most individuels durlng the second
half of g3t vear, allowed the Treasury to
tap incomes which wers o the whole
considerahly higher than iocomes in
1941 ans 1542

A cotobination of fhese fectorE—
higher Incomes Iincreased pates, and
lower exemplions—pesulted in individ-
1uz] income teX collectiong of over 12 bil-
lion dnllars, three times a8 large Az the
total collecied in the previons year,
Thase greatertaxes represenited abount 815
parcant of noome payments fo individ-
nals ir 1048, in contrast with the A%
peroent share which individual income
tazes represented a yaar earller. ]

Cerporate income and profits tax col-
lections alse rose merkedly Irom 7 billion
dallars ir 144% to aboud 14 hilllon in 1943,
In addiblon b these eorporate taxes, the
Dnited Biates Treasury received a sub-
stantial sum of money Be a result of the
renegotiation of war conbrects. Bluch
af the riss I the ftern marked “other
receipta™ in table 23 resultad from collee-
ticns from this souree.

The doubling of recaints, abrlfbing as
it way in itsed, proved inadequate in the
face of the huge caeh requirememnis of {he
Federal Government. Consequertly, the
dediclt contioued to climb. Thie budest
Acfindt for 1943, totalling 5335 bilkion
doliars, was 18 percent greatsr than o
1942 and five tires &5 largs as the dafiplt

Chart 22.~—Budget Expenditures of the Federal Government
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in 18¢l. The exira .money nesded Lo
fAnance this exeess was oblained by bor-
rowing, with the resuld that the Jdirect
Pederal dabt, whichh had incredsed dur-
ing 1942 from 58 billlon dollars to 108
biilinth reached 163 billlen &t the end of
1043

Continuing itz policy of ralsivg as
much af the reguirad funds Bs possible
in short concentratad drives, the Treos-
ury conducted two war bond campaigns
in April and Ssptember, which besught
in 375 billion dollax=s of the 08 hillipn
riized in the whole year. The latter of
these dxlves differed in one impeortant
pespeot irom préviogs ones in that coin-

mereinl banks were exeludsd from par-
ticipation. Yef, in spita of this, the
Tredsury sold IBS billion dollars of s8-
curlties in the Beptember campaign, as
conpared with IBES biliion zeles in the
April drive during which commercial
hanks hmdd taksn 5.1 billlon of the new
offerings=.

Becangze ol thiz increased emphasls on
noninfationary =oyrces of fund, the
share of the Gevernment debt held by in-
dividuals, instifutional owners, and gsi-
pess rosa neerkedly from 33 parosnt
ah the end of 1342 to 36 percent shortly
aftar the complefion of the eecond war-
loan drive Whlla other alasses of owners
alsn inereased (helr holdings of prblic
issues, their shares ino the total were
somewhat smalier in the ladker pert of the
wear &5 comprrad with the and of 1942,

The drift to greater relutive holdings
by indiriduals, corporations and partner-
shipz was highlightad by the large pur-
chases of 3avings bonds made o thee last
12 months. The emunmf of these izmies
autstanding rese In this peried from 36
Billlon Axlars to I7 hillions.

Thiz represented s considerabls in-
creass In sakes, over ¢ne Wllon dollars
wirtl of savings bonds o month In 1943 a5
crmpered with the 780 milliva dollars av-
erpge moathly salezs in the preceding
Fear, The new salas of Serles “E™ honds

Chavt 23.—Hudzet Recelpts and
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-which are held entirely br individuals,
acsotnied

for almost 76 percent of the
123 billlons of savings bancy seld in 1543,

A Targe proportion of sl savings bonds
bought in 1943 was puirchazed by iodivid-
uals through pay-rol deduction plans.
In the latter part of the year approxi-
mately 261 milllon workers were having
¢35 million dollars or 9 percent of thelr
pay daducted each month for the par-
chase of savings bonds. This 15 a notabls
improverment over the previons Year
whan 2% million partivipants turned over
325 million Adoliars oy 3 percent of thelr
pay each month for such purposes.

There was, however, a distorbing in-
crmased rate of redemptions of these
bonds &85 the Yesar progressed. Ino the
Iatter part of 1042, ah average of 43
million dollara ont of monthly rvecelpis
amounting to B0 million dollars was
rafurnied te the public for savings bonds
redeernet. During this period the fodal
oubstanding ralne of saviogs bonds av-
erazed about I4d billion dollars.

Late in 1344, fonds grare received fron
the sale of dafenze bonds st & monthly
rate of 200 millon dollars, while re-
demptions averaged 170 milHon dollars
& month, During this Iatter period, the
avarage lovel of savings bonda outastanhd-
ng waz 2§ billicn. In other
whereas In the closipg months of 1942
redempiion: amaunted o approximately
4300 for every thouzand dollars of say-
Ings bondz in Ehe hands of tha puoblia,
townard the end of 1843 this rate rose to
sbout $6.50 per thowsend.

Wheatever the cause of thin phenom-

" epan—Increased rost of ilving, hlgher

tages, greatef raluctance to save o this
mapter, an inckeaded desire to spend oo
oonsumnphion or a change in attitmds s
the war situatlon improved—the main
fact iz clear; the trend lo redemptions
wee impairing the Government's efort
to-avold inflationary methods of raizing
the money needad.

While in IMS considerable success was

ditvores nf 1he Federal Governmrent

by Calendar Years
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Table M;—Puhllc Deh: of the Umited
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achisved by the Government in borrow-
ing {romn noniofletlonary sogrges, com-
mercial banks dd incresse thelr hoeld-
jng of the pullic Asbk from 41.3 bhillian
dpllars as of December 31, 1042, (o0 an
estimabed 63.2 blilion on Cetaber 18, 1943,
It L= tras that some park of these addi-
tHons represented mersly o shift in the
asgat holdings of the commercial banks,
and hepeg did mot add ¢ che Infaticn-
ary potential,

It appears nevertheless that most of
the purchases of Government securities
by the commereial banking systom made
avallable more spencing power 1 the
commninity, It & worth poiotdng oub in
this connection, bowever, thay the som-
metcial bank purcheses of Federel debt
in 1943 wars pot mech greatar than in
1544, although the Goverbment's need
of bortowed funds, 88 messared by the
budgetary deflclt, was markedly Dore
acuta in the Intier year.

One of tha concemitants of tha wae
Anancing ia chis Inst Yoy wabs the cons
tinved repid growth of liquid aszets held
by the people of {he Tnlted States, De-
posits and carrency which 1t 1082 had
grown by 31 hillion doilars eonfinued &o
Axpand io an evel Zreater #xXhent in 1543,
Indeed, by the snd of the year they had
reached a level of alinost 135 hillion, &5
percant greater than the size of con-
summer holdings at the end of 1943, In
view of the great incresss in Government
bond purthazes which were also made in
this last year, it i5 clear that the public
at large hss accaimnulated Hauld assets to
an exlent never bafore appreoached in
the history of the coumtry.

Prom the polnt of vlew of $e present
Infatlonary potentialitles, the increase
in detiand deposits and corrency b alv-
culation is of particular mement. The
total of these At tha end of 1943
amounied to slightly vver 82 billion del-
larg, an imoresse of almost 39 pepcent
aver the amount outstending at the he.



20

ginning of the »=ar. This percsnt in-
arease war about the same s that which
took place in the previcus 12 monthsi.
The sigmificanca of these jpcregses de-
pends oo the relative shave held by in-
divldualz and by business.

Ineafar as usiness iz cpucavnsd, the
noenavallability of spending outlets cou-
pled with direct restrictions placed sn
purchaces by the control authqrities have
foirly well sierilized its excess lNquid
funds. Tn the gage of individuals, the
slfuvation iz somewhat different. Contcol

af the extsnt and direption of their

spanding iv only partie]l with much
greater relience placed oo voluntary
rezirainis. Any geansral move to spend,
which could Be itduced by a variety of
events, wonld inevitably reswdt in =8
gerious breach of fhe anti-infieilonary
line,

This, then, was the plekare In fmance,
While the Government encountsred no
major diffeulties in raising  money
npeded for the Jargeat military program
in history, it lafb the psonls with a tre-
twendous fund of liguid assets, Part of
this fumd I sufftciently volatlle to be
& distinet inflationary thraat st the mo-

Table 25.—Pwnership of [I. 5. Govern-

ment Interest Bonring Securities, Di-
rect ard Fully Guaranteed
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